
                                                                                                        

PASSENGER FREIGHT

EQUITY RATE 13.0% 9.0%

Yield Capitalization PAGE

CAPM - ex ante 8.3% 8.3% 6

Dividend Growth Models

Value Line, based on Dividends Growth 9.7% 8.6% 7

Value Line, based on Earnings Growth 15.0% 10.0% 8

Plowback 8.1% 10.1%

PASSENGER FREIGHT

DEBT RATE 5.0% 3.9% 9

PASSENGER

Equity 50% x 13.0% = 6.5%

Operating Leases 15% x 5.0% = 0.8%

Debt 35% x 5.0% = 1.8%

Subtotal Financing portion of structure 2.5%

Marginal Tax Rate 38% = (1-.38) x 2.5% 1.6%

INDUSTRY SEGMENT

INDUSTRY SEGMENT

YIELD CAPITALIZATION

2015 ASSESSMENT YEAR

APPENDIX C

Airline Industry

WEIGHTED AVERAGE COST OF CAPITAL 8.1%

FREIGHT

Equity 85% x 9.0% = 7.7%

Operating Leases 5% x 3.9% = 0.2%

Debt 10% x 3.9% = 0.4%

Subtotal Financing portion of structure 0.6%

Marginal Tax Rate 38% = (1-.38) x 0.6% 0.4%

WEIGHTED AVERAGE COST OF CAPITAL 8.0%
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SUPPORT FOR GUIDELINE COMPANIES
WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

AIR TRANSPORT

Airline Industry

Company 

Ticker  Beta 

Div'd 

Yield

 Gross 

Revenues 

(Millions) 

 Total Debt & 

Op Leases & 

Equity 

(Millions) 

 Number of 

Employees 

 Number 

of Aircraft 

 P/E 

Ratio 

 

Earnings 

Growth 

(G) 

 Revenues 

Growth 

(G) 

 Cash 

Flow 

Growth 

(G) 

P Alaska Air Group, Inc. ALK 1.10 1.1% 5,127               9,732               13,200                182            10.9 9.5% 6.0% 7.0%

P Allegiant Travel Co ALGT 0.70 0.0% 1,156               3,353               2,065                  66              13.7 18.0% 15.5% 17.0%

P American Airlines Group AAL NMF 80.0% 43,036              67,490             88,000                965            5.7 18.6% NMF NMF

F Atlas Air Worldwide Holdings, Inc. AAWW 1.40 0.0% 1,792               4,554               1,744                  42              13.0 3.0% 6.5% 6.5%

P Delta Air Lines, Inc. DAL 1.15 0.8% 40,307              52,008             74,000                743            9.8 16.0% NMF 9.0%

F FedEx Corporation FDX 1.05 0.5% 44,982              80,540             280,000              593            19.4 15.5% 4.0% 8.0%

P Hawaiian Holdings, Inc. HA 1.00 0.0% 2,352               3,442               5,249                  44              17.4 12.5% 9.0% 8.0%

P JetBlue Airways Corp. JBLU 1.10 0.0% 5,816               8,329               13,040                193            9.6 14.5% 8.0% 11.0%

P Republic Airways Holdings Inc.* RJET 1.10 0.0% 1,354               4,107               12,300                255            10.2 22.7%

P SkyWest, Inc. SKYW 1.05 1.1% 3,250               5,414               18,358                334            13.3 18.5% nil 2.5%

P Southwest Airlines Co. LUV 1.10 80.0% 18,604              33,889             45,000                580            13.4 17.0% 6.0% 10.0%

P United Continental Holdings, Inc. UAL 1.15 0.0% 39,324              44,788             88,000                693            7.0 21.0% 2.0% 11.5%

F United Parcel Service, Inc. UPS 0.90 2.7% 58,251              116,643           399,000              237            21.4 10.0% 5.0% 7.5%

Mean 1.07     12.8% 20,412         33,406.95   79,997           379        12.7     15.1% 6.9% 8.9%

PASSENGER

Company Ticker  Beta 
Div'd 

Yield

 Gross 

Revenues 

(Millions) 

 Total Debt & 

Op Leases & 

Equity 

(Millions) 

 Number of 

Employees 

 Number 

of Aircraft 

 P/E 

Ratio 

 

Earnings 

Growth 

(G) 

 Revenues 

Growth 

(G) 

 Cash 

Flow 

Growth 

(G) 

P Alaska Air Group, Inc. ALK 1.10 1.1% 5,127               9,732               13,200                182            10.9        9.5% 6.0% 7.0%

P Allegiant Travel Co ALGT 0.70 0.0% 1,156               3,353               2,065                  66              13.7        18.0% 15.5% 17.0%

P American Airlines Group AAL NMF 80.0% 43,036              67,490             88,000                965            5.7          18.6% NMF NMF

P Delta Air Lines, Inc. DAL 1.15 0.8% 40,307              52,008             74,000                743            9.8          16.0% NMF 9.0%

P Hawaiian Holdings, Inc. HA 1.00 0.0% 2,352               3,442               5,249                  44              17.4        12.5% 9.0% 8.0%

P JetBlue Airways Corp. JBLU 1.10 0.0% 5,816               8,329               13,040                193            9.6          14.5% 8.0% 11.0%

P Republic Airways Holdings Inc.* RJET 1.10 0.0% 1,354               4,107               12,300                255            10.2        22.7% 0.0% 0.0%

P SkyWest, Inc. SKYW 1.05 1.1% 3,250               5,414               18,358                334            13.3        18.5% nil 2.5%

P Southwest Airlines Co. LUV 1.10 80.0% 18,604              33,889             45,000                580            13.4        17.0% 6.0% 10.0%

P United Continental Holdings, Inc. UAL 1.15 0.0% 39,324              44,788             88,000                693            7.0          21.0% 2.0% 11.5%

Mean 1.05     16.3% 16,033         23,255         35,921           406        11.1     16.8% 6.6% 8.4%

FREIGHT

Company Ticker  Beta 
Div'd 

Yield

 Gross 

Revenues 

(Millions) 

 Total Debt & 

Op Leases & 

Equity 

(Millions) 

 Number of 

Employees 

 Number 

of Aircraft 

 P/E 

Ratio 

 

Earnings 

Growth 

(G) 

 Revenues 

Growth 

(G) 

 Cash 

Flow 

Growth 

(G) 

F Atlas Air Worldwide Holdings, Inc. AAWW 1.40 0.0% 1,792               4,554               1,744                  42              13.0        3.0% 6.5% 6.5%

F FedEx Corporation FDX 1.05 0.5% 44,982              80,540             280,000              593            19.4        15.5% 4.0% 8.0%

F United Parcel Service, Inc. UPS 0.90 2.7% 58,251              116,643           399,000              237            21.4        10.0% 5.0% 7.5%

Mean 1.12     1.1% 35,008         67,246         226,915         291        17.9     9.5% 5.2% 7.3%

0
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SUPPORT FOR CAPITAL STRUCTURE
WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

AIR TRANSPORT

Airline Industry

Company Ticker  Stock Price  Common Shares  Common Stock  %
 Preferred 

Stock 
%   Long Term Debt %  Operating Leases  %

 Total Debt & Op 

Leases & Equity 

P Alaska Air Group, Inc. ALK 59.76           131,284,000               7,845,531,840              80.6% -             0.0% 710,000,000            7.3% 1,176,744,186             12.1% 9,732,276,026            

P Allegiant Travel Co ALGT 150.33         17,484,393                 2,628,428,800              78.4% -             0.0% 554,400,000            16.5% 170,574,419                5.1% 3,353,403,218            

P American Airlines Group AAL 53.63           717,263,563               38,466,844,884             57.0% -             0.0% 15,651,000,000       23.2% 13,372,093,023           19.8% 67,489,937,907          

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30           24,807,715                 1,223,020,350              26.9% -             0.0% 1,829,100,000         40.2% 1,501,846,512             33.0% 4,553,966,861            

P Delta Air Lines, Inc. DAL 49.19           824,271,663               40,545,923,103             78.0% -             0.0% 8,970,000,000         17.2% 2,492,558,140             4.8% 52,008,481,243          

F FedEx Corporation FDX 173.66         283,312,620               49,200,069,589             61.1% -             0.0% 4,735,000,000         5.9% 26,605,116,279           33.0% 80,540,185,868          

P Hawaiian Holdings, Inc. HA 26.05           54,450,000                 1,418,422,500              41.2% -             0.0% 885,500,000            25.7% 1,138,467,907             33.1% 3,442,390,407            

P JetBlue Airways Corp. JBLU 15.86           309,870,000               4,914,538,200              59.0% -             0.0% 2,088,000,000         25.1% 1,326,511,628             15.9% 8,329,049,828            

P Republic Airways Holdings Inc.* RJET 14.59           49,786,619                 726,386,771                 17.7% -             0.0% 2,032,300,000         49.5% 1,347,906,977             32.8% 4,106,593,748            

P SkyWest, Inc. SKYW 13.28           51,179,324                 679,661,423                 12.6% -             0.0% 1,467,500,000         27.1% 3,266,363,721             60.3% 5,413,525,144            

P Southwest Airlines Co. LUV 42.32           676,000,000               28,608,320,000             84.4% -             0.0% 2,125,000,000         6.3% 3,155,813,953             9.3% 33,889,133,953          

F United Continental Holdings, Inc. UAL 66.89           369,070,761               24,687,143,203             55.1% -             0.0% 10,655,000,000       23.8% 9,446,046,512             21.1% 44,788,189,715          

P United Parcel Service, Inc. UPS 111.17         905,226,316               100,634,009,550           86.3% -             0.0% 9,858,000,000         8.5% 6,151,162,791             5.3% 116,643,172,340        

56.8% 0.0% 21.2% 22.0%

301,578,300,212       69.4% -           0.0% 61,560,800,000     14.2% 71,151,206,047        16.4% 434,290,306,259     

59.0% 0.0% 23.2% 10.3%  

PASSENGER

Company Ticker  Stock Price  Common Shares  Common Stock  %
 Preferred 

Stock 
%   Long Term Debt %  Operating Leases  %

 Total Debt & Op 

Leases & Equity 

P Alaska Air Group, Inc. ALK 59.76           131,284,000               7,845,531,840              80.6% -             0.0% 710,000,000            7.3% 1,176,744,186             12.1% 9,732,276,026            

P Allegiant Travel Co ALGT 150.33         17,484,393                 2,628,428,800              78.4% -             0.0% 554,400,000            16.5% 170,574,419                5.1% 3,353,403,218            

P American Airlines Group AAL 53.63           717,263,563               38,466,844,884             57.0% -             0.0% 15,651,000,000       23.2% 13,372,093,023           19.8% 67,489,937,907          

P Delta Air Lines, Inc. DAL 49.19           824,271,663               40,545,923,103             78.0% -             0.0% 8,970,000,000         17.2% 2,492,558,140             4.8% 52,008,481,243          

P Hawaiian Holdings, Inc. HA 26.05           54,450,000                 1,418,422,500              41.2% -             0.0% 885,500,000            25.7% 1,138,467,907             33.1% 3,442,390,407            

P JetBlue Airways Corp. JBLU 15.86           309,870,000               4,914,538,200              59.0% -             0.0% 2,088,000,000         25.1% 1,326,511,628             15.9% 8,329,049,828            

P Republic Airways Holdings Inc.* RJET 14.59           49,786,619                 726,386,771                 20.5% -             0.0% 1,467,500,000         41.4% 1,347,906,977             38.1% 3,541,793,748            

P SkyWest, Inc. SKYW 13.28           51,179,324                 679,661,423                 11.2% -             0.0% 2,125,000,000         35.0% 3,266,363,721             53.8% 6,071,025,144            

P Southwest Airlines Co. LUV 42.32           676,000,000               28,608,320,000             84.4% -             0.0% 2,125,000,000         6.3% 3,155,813,953             9.3% 33,889,133,953          

P United Continental Holdings, Inc. UAL 66.89           369,070,761               24,687,143,203             55.1% -             0.0% 10,655,000,000       23.8% 9,446,046,512             21.1% 44,788,189,715          

56.5% 0.0% 22.2% 21.3%

150,521,200,724       64.7% -           0.0% 45,231,400,000     19.4% 36,893,080,465        15.9% 232,645,681,189     

58.0% 0.0% 23.5% 17.9%  

Estimated Target Capital Structure 50.0% 0.0% 35.0% 15.0%

FREIGHT

Company Ticker  Stock Price  Common Shares  Common Stock  %
 Preferred 

Stock 
%   Long Term Debt %

Operating Leases 
%

 Total Debt & Op 

Leases & Equity 

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30           24,807,715                 1,223,020,350              26.9% -             0.0% 1,829,100,000         40.2% 1,501,846,512             33.0% 4,553,966,861            

F FedEx Corporation FDX 173.66         283,312,620               49,200,069,589             61.1% -             0.0% 4,735,000,000         5.9% 26,605,116,279           33.0% 80,540,185,868          

F United Parcel Service, Inc. UPS 111.17         905,226,316               100,634,009,550           86.3% -             0.0% 9,858,000,000         8.5% 6,151,162,791             5.3% 116,643,172,340        

58.1% 0.0% 18.2% 23.8%

151,057,099,488       74.9% -           0.0% 16,422,100,000     8.1% 34,258,125,581        17.0% 201,737,325,070     

61.1% 0.0% 8.5% 33.0%  

Estimated Target Capital Structure 85.0% 0.0% 10.0% 5.0%

0

Mean:

Weighted Mean:

Median:

Mean

Weighted Mean

Median

Weighted Mean:

Median:

Mean:
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SUPPORT FOR MARKET MULTIPLES
WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

Airline Industry

Company Ticker  Stock Price  Revenues  Multiple 
 Cash 

Flow 
 Multiple  Earnings  Multiple 

 Divds 

Decld 
 Multiple 

 Book 

Value 
 Multiple 

P Alaska Air Group, Inc. ALK 59.76            39.05          1.53      6.29        9.5             4.18           14.3           0.50           119.5             15.47         3.9             

P Allegiant Travel Co ALGT 150.33          66.10          2.27      11.05      13.6            6.37           23.6           -             NMF 23.25         6.5             

P American Airlines Group AAL 53.63            60.00          0.89      6.35        8.4             3.92           13.7           0.40           134.1             7.00          7.7             

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30            72.23          0.68      8.85        5.6             4.25           11.6           -             NMF 57.45         0.9             

P Delta Air Lines, Inc. DAL 49.19            48.90          1.01      5.15        9.6             3.35           14.7           0.30           164.0             10.68         4.6             

F FedEx Corporation FDX 173.66          158.77        1.09      16.32      10.6            6.75           25.7           0.60           289.4             53.23         3.3             

P Hawaiian Holdings, Inc. HA 26.05            43.20          0.60      3.04        8.6             1.06           24.6           -             NMF 6.75          3.9             

P JetBlue Airways Corp. JBLU 15.86            18.77          0.84      1.78        8.9             0.70           22.7           -             NMF 8.16          1.9             

P Republic Airways Holdings Inc.* RJET 14.59            27.19          0.54      4.41        3.3             1.36           10.7           -             NMF 11.12         1.3             

P SkyWest, Inc. SKYW 13.28            63.50          0.21      4.70        2.8             (0.48)          NMF 0.16           83.0               28.45         0.5             

P Southwest Airlines Co. LUV 42.32            27.52          1.54      3.07        13.8            1.64           25.8           0.22           192.4             10.02         4.2             

P United Continental Holdings, Inc. UAL 66.89            106.55        0.63      10.00      6.7             5.06           13.2           -             NMF 12.40         5.4             

F United Parcel Service, Inc. UPS 111.17          64.35          1.73      7.00        15.9            4.75           23.4           2.68           41.5               7.10          15.7           

Mean 1.0        9.0          18.7       146.3        4.6          

Median 0.9        8.9          18.7       134.1        3.9          

PASSENGER

Company Ticker  Stock Price  Revenues  Multiple 
 Cash 

Flow 
 Multiple  Earnings  Multiple 

 Divds 

Decld 
 Multiple 

 Book 

Value 
 Multiple 

P Alaska Air Group, Inc. ALK 59.76            39.05          1.53         6.29        9.5             4.18           14.3           0.50           119.52           15.47         3.9             

P Allegiant Travel Co ALGT 150.33          66.10          2.27         11.05      13.6            6.37           23.6           -             NMF 23.25         6.5             

P American Airlines Group AAL 53.63            60.00          0.89         6.35        8.4             3.92           13.7           0.40           134.08           7.00          7.7             

P Delta Air Lines, Inc. DAL 49.19            48.90          1.01         5.15        9.6             3.35           14.7           0.30           163.97           10.68         4.6             

P Hawaiian Holdings, Inc. HA 26.05            43.20          0.60         3.04        8.6             1.06           24.6           -             NMF 6.75          3.9             

P JetBlue Airways Corp. JBLU 15.86            18.77          0.84         1.78        8.9             0.70           22.7           -             NMF 8.16          1.9             

P Republic Airways Holdings Inc.* RJET 14.59            27.19          0.54         4.41        3.3             1.36           10.7           -             NMF 11.12         1.3             

P SkyWest, Inc. SKYW 13.28            63.50          0.21         4.70        2.8             (0.48)          NMF 0.16           83.0               28.45         0.5             

P Southwest Airlines Co. LUV 42.32            27.52          1.54         3.07        13.8            1.64           25.8           0.22           192.4             10.02         4.2             

P United Continental Holdings, Inc. UAL 66.89            106.55        0.63         10.00      6.7             5.06           13.2           -             NMF 12.40         5.4             

Mean 152.94    0.9        152.94 8.4          139.66   18.6       55.60     143.4        152.94  4.0          

Weighted Mean 432.1       461.7      0.3        49.6     3.1          23.5       6.0         1.08       51.5           117.8     1.3          

Median 0.8        8.6          18.7       149.0        4.2          

Standard Deviation 0.6        3.8          6.1         NMF 2.4          

Coefficient of Variation 0.7        0.5          0.3         NMF 0.6          

Estimated 0.8     8.0          20.0       NMF 3.0          

FREIGHT

Company Ticker  Stock Price  Revenues  Multiple 
 Cash 

Flow 
 Multiple  Earnings  Multiple 

 Divds 

Decld 
 Multiple 

 Book 

Value 
 Multiple 

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30            72.23          0.68         8.85        5.6             4.25           11.6           -             NMF 57.45         0.9             

F FedEx Corporation FDX 173.66          158.77        1.09         16.32      10.6            6.75           25.7           0.60           289.43           53.23         3.3             

F United Parcel Service, Inc. UPS 111.17          64.35          1.73         7.00        15.9            4.75           23.4           2.68           41.48             7.10          15.7           

Mean 334.13    1.2        334.13 10.7        334.13   20.2       284.83   165.5        334.13  6.6          

Weighted Mean 334.1       295.4      1.1        32.2     10.4        15.8       21.2       3.28       86.8           117.8     2.8          

Median 1.1        10.6        23.4       165.5        3.3          

Standard Deviation 0.5        5.2          7.6         175.3        7.9          

Coefficient of Variation 0.5        0.5          0.4         1.1             1.2          

Estimated 1.1     10.5        21.0       NMF 3.0          

0
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BETA CALCULATION FOR CAPM
WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

AIR TRANSPORT

INDUSTRY OVERALL

Company Ticker Value Line

P Alaska Air Group, Inc. ALK 1.10

P Allegiant Travel Co ALGT 0.70

P American Airlines Group AAL NMF

F Atlas Air Worldwide Holdings, Inc. AAWW 1.40

P Delta Air Lines, Inc. DAL 1.15

F FedEx Corporation FDX 1.05

P Hawaiian Holdings, Inc. HA 1.00

P JetBlue Airways Corp. JBLU 1.10

P Republic Airways Holdings Inc.* RJET 1.10

P SkyWest, Inc. SKYW 1.05

P Southwest Airlines Co. LUV 1.10

P United Continental Holdings, Inc. UAL 1.15

F United Parcel Service, Inc. UPS 0.90

Mean 1.07

Median 1.10

PASSENGER

Company Ticker Value Line

P Alaska Air Group, Inc. ALK 1.10

P Allegiant Travel Co ALGT 0.70

P American Airlines Group AAL NMF

P Delta Air Lines, Inc. DAL 1.15

P Hawaiian Holdings, Inc. HA 1.00

P JetBlue Airways Corp. JBLU 1.10

P Republic Airways Holdings Inc.* RJET 1.10

P SkyWest, Inc. SKYW 1.05

P Southwest Airlines Co. LUV 1.10

P United Continental Holdings, Inc. UAL 1.15

Mean 1.05

Median 1.10

Min 0.70

Max 1.15

Estimated 1.05

FREIGHT

Company Ticker Value Line

F Atlas Air Worldwide Holdings, Inc. AAWW 1.40

F FedEx Corporation FDX 1.05

F United Parcel Service, Inc. UPS 0.90

Mean 1.12

Median 1.05

Min 0.90

Max 1.40

Estimated 1.05

0
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SUPPORT FOR EQUITY RATE - YIELD CAPITALIZATION
CAPITAL ASSET PRICING MODEL

WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

Ke =  Cost of Equity

PASSENGER FREIGHT

Rm  =  rate of return 8.00%
Rf  =  risk free rate 2.75%
Rp = risk premium 5.25%
B  =  Beta 1.05                            1.05                              page 5

Ke =  8.3% 8.3% to page 1

Rp = Risk Premium 5.25%

to above

Shannon Pratt and Roger Grabowski 3.5 - 6%

Dr. Aswath Damodaran 5.78%
5.13% adjusted for Rf

Duff & Phelps 6.21% arithmetic

4.19% geometric

John Graham and Campbell Harvey 4.90% 10 year expexted return

4.28%-5.52% 95% Interval 10 year expected

4th Qtr 2014 4.45% adjusted for Rf

Rf = Risk Free Rate 2.75%

to above

2015 Valuation Handbook, page 3-15

Long Term (20 year) US Treasury Bond Yield 2.40%

Value Line Investment Survey, Selected Yields January 9, 2015, page 4445

US Treasury Securities (as of 12-31-14)

5 year 1.68%

10 year 2.19%

30 year 2.76%

30 year Zero 2.86%

Federal Reserve Statistical Release  (http://www.federalreserve.gov/Releases/H15/Current/)

Treasury Constant Maturities (as of 12-31-14)

5 year 1.65%

10 year 2.17%

20 year 2.47%

20 year TIPS 0.68%

1.79%

30 year 2.75%

30 year TIPS 0.83%

1.92%

Inflation 2.0%
Value Line Investment Survey, Economic Series January 2, 2015, page 1300

Consumer Price Index Annual Rate of Change 2017-19 2.30%

The Livingston Survey December 12, 2014 pages 3, 10

2.25%

2015 Valuation Handbook, page 3-28

Long-horizon expected ERP (supply side)

Inflation average (measured by the Consumer Price 

Index) over next 10 years

Ex Ante

Ke  =  Rf  +  B  (Rp)

INDUSTRY SEGMENT

Cost of Capital, Applications and Examples, 

Third Edition, 2008, Page 113

http://pages.stern.nyu.edu/~adamodar/

2014 Implied Premium

Duke CFO magazine Global Business 
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SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT

WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

Ke  =  Cost of Equity
D1  =  Expected Dividends
Po  =  Current Price
G    =  Sustainable Growth

INDUSTRY OVERALL

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

Dividend 

Growth 

(G)

Ke

Multistage

Ke

P Alaska Air Group, Inc. ALK 59.76     0.50             0.8% 60.00% 60.84% 10.22%

P American Airlines Group AAL 53.63     0.40             0.7% 0.00% 0.75% 16.80%

P Delta Air Lines, Inc. DAL 49.19     0.30             0.6% 16.67% 17.28% 8.98%

F FedEx Corporation FDX 173.66   0.60             0.3% 33.33% 33.68% 7.74%

P SkyWest, Inc. SKYW 13.28     0.16             1.2% 0.00% 1.20% 2.53%

P Southwest Airlines Co. LUV 42.32     0.22             0.5% 36.36% 36.88% 9.71%

F United Parcel Service, Inc. UPS 111.17   2.68             2.4% 8.96% 11.37% 9.45%

Median 17.3% 9.4%

Mean 23.1% 9.3%

PASSENGER

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

Dividend 

Growth 

(G)

Ke

Multistage

Ke

P Alaska Air Group, Inc. ALK 59.76     0.50             0.8% 60.00% 60.84% 10.22%

P American Airlines Group AAL 53.63     0.40             0.7% 0.00% 0.75% 16.80%

P Delta Air Lines, Inc. DAL 49.19     0.30             0.6% 16.67% 17.28% 8.98%

P SkyWest, Inc. SKYW 13.28     0.16             1.2% 0.00% 1.20% 2.53%

P Southwest Airlines Co. LUV 42.32     0.22             0.5% 36.36% 36.88% 9.71%

Median 17.3% 9.7%

Mean 23.4% 9.6%

Estimated 9.7%

FREIGHT

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

Dividend 

Growth 

(G)

Ke

Multistage

Ke

F FedEx Corporation FDX 173.66   0.60             0.3% 33.33% 33.68% 7.74%

F United Parcel Service, Inc. UPS 111.17   2.68             2.4% 8.96% 11.37% 9.45%

Median 22.5% 8.6%

Mean 22.5% 8.6%

Estimated 8.6%

Note:  Stock Price = Year End Stock Price

DIVIDEND GROWTH MODEL

Based on Dividends Growth

Ke  =  D1  /  Po  +  G
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SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT

DIVIDEND GROWTH MODEL

WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

Ke  =  Cost of Equity

D1  =  Expected Dividends

Po  =  Current Price

G    =  Sustainable Growth

INDUSTRY OVERALL

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

Earnings 

Growth 

(G)

Ke

P Alaska Air Group, Inc. ALK 59.76 0.80 1.3% 9.5% 9.5%

P Allegiant Travel Co ALGT 150.33 1.00 0.7% 18.0% 18.0%

P American Airlines Group AAL 53.63 0.40 0.7% 18.6% 18.6%

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30 0.00 0.0% 3.0% 3.0%

P Delta Air Lines, Inc. DAL 49.19 0.35 0.7% 16.0% 16.0%

F FedEx Corporation FDX 173.66 0.80 0.5% 15.5% 15.5%

P Hawaiian Holdings, Inc. HA 26.05 0.00 0.0% 12.5% 12.5%

P JetBlue Airways Corp. JBLU 15.86 0.00 0.0% 14.5% 14.5%

P Republic Airways Holdings Inc.* RJET 14.59 0.00 0.0% 22.7% 22.7%

P SkyWest, Inc. SKYW 13.28 0.16 1.2% 18.5% 18.5%

P Southwest Airlines Co. LUV 42.32 0.30 0.7% 17.0% 17.0%

P United Continental Holdings, Inc. UAL 66.89 0.00 0.0% 21.0% 21.0%

F United Parcel Service, Inc. UPS 111.17 2.92 2.6% 10.0% 10.0%

16.0%

15.1%

PASSENGER

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

Earnings 

Growth 

(G)

Ke

P Alaska Air Group, Inc. ALK 59.76 0.80 1.3% 9.5% 9.5%

P Allegiant Travel Co ALGT 150.33 1.00 0.7% 18.0% 18.0%

P American Airlines Group AAL 53.63 0.40 0.7% 18.6% 18.6%

P Delta Air Lines, Inc. DAL 49.19 0.35 0.7% 16.0% 16.0%

P Hawaiian Holdings, Inc. HA 26.05 0.00 0.0% 12.5% 12.5%

P JetBlue Airways Corp. JBLU 15.86 0.00 0.0% 14.5% 14.5%

P Republic Airways Holdings Inc.* RJET 14.59 0.00 0.0% 22.7% 22.7%

P SkyWest, Inc. SKYW 13.28 0.16 1.2% 18.5% 18.5%

P Southwest Airlines Co. LUV 42.32 0.30 0.7% 17.0% 17.0%

P United Continental Holdings, Inc. UAL 66.89 0.00 0.0% 21.0% 21.0%

18.0%

17.6%

15.0%

FREIGHT

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

Earnings 

Growth 

(G)

Ke

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30 0 0.0% 3.0% 3.0%

F FedEx Corporation FDX 173.66 0.8 0.5% 15.5% 15.5%

F United Parcel Service, Inc. UPS 111.17 2.92 2.6% 10.0% 10.0%

10.0%

9.5%

10.0%

Note:  Stock Price = Year End Stock Price

Estimated

Median

Mean

Estimated

Based on Earnings Growth

Ke  =  D1  /  Po  +  G

Median

Mean

Median

Mean
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SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT

WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

Ke  =  Cost of Equity

D1  =  Expected Dividends

Po  =  Current Price
G    =  Sustainable Growth
b    = Retained Earnings (plowback)
ROE = Return on Equity

INDUSTRY OVERALL

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

b ROE

Dividend 

Growth 

(G)

Ke

P Alaska Air Group, Inc. ALK 59.76     0.50             0.8% 0.88         9.2% 8.1% 8.9%

P American Airlines Group AAL 53.63     0.40             0.7% 0.90         15.7% 14.1% 14.9%

P Delta Air Lines, Inc. DAL 49.19     0.30             0.6% 0.91         8.4% 7.6% 8.2%

F FedEx Corporation FDX 173.66   0.60             0.3% 0.91         15.0% 13.6% 14.0%

P SkyWest, Inc. SKYW 13.28     0.16             1.2% 1.33         1.7% 2.2% 3.4%

P Southwest Airlines Co. LUV 42.32     0.22             0.5% 0.87         5.3% 4.6% 5.1%

F United Parcel Service, Inc. UPS 111.17   2.68             2.4% 0.44         8.7% 3.8% 6.2%

Median 8.2%

Mean 8.7%

PASSENGER

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

b ROE

Dividend 

Growth 

(G)

Ke

P Alaska Air Group, Inc. ALK 59.76     0.50             0.8% 0.88         9.2% 8.1% 8.9%

P American Airlines Group AAL 53.63     0.40             0.7% 0.90         15.7% 14.1% 14.9%

P Delta Air Lines, Inc. DAL 49.19     0.30             0.6% 0.91         8.4% 7.6% 8.2%

P SkyWest, Inc. SKYW 13.28     0.16             1.2% 1.33         1.7% 2.2% 3.4%

P Southwest Airlines Co. LUV 42.32     0.22             0.5% 0.87         5.3% 4.6% 5.1%

Median 8.2%

Mean 8.1%

Estimated 8.1%

FREIGHT

Company Ticker

 Stock 

Price 

(Po) 

 Expected 

Dividend 

(D1) 

Dividend 

Yield 

(D1/Po)

b ROE

Dividend 

Growth 

(G)

Ke

F FedEx Corporation FDX 173.66   0.60             0.3% 0.91         15.0% 13.6% 14.0%

F United Parcel Service, Inc. UPS 111.17   2.68             2.4% 0.44         8.7% 3.8% 6.2%

Median 10.1%

Mean 10.1%

Estimated 10.1%

Note:  Stock Price = Year End Stock Price

DIVIDEND GROWTH MODEL

Based on Dividends Growth

Ke  =  (D1  /  Po)  +  (b* ROE)
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SUPPORT FOR DEBT RATING AND DEBT YIELD RATE
WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

INDUSTRY OVERALL

Company Ticker Mergent's Ratings S&P Ratings
Mergent's 

Ratings

S&P 

Ratings Mergent's S&P

P Alaska Air Group, Inc. ALK NRL BBB- 12 Aaa1 AAA+ 1

P Allegiant Travel Co ALGT B1 BB- 16 15 Aaa2 AAA 2

P American Airlines Group AAL B3 B+ 18 16 Aaa3 AAA- 3

F Atlas Air Worldwide Holdings, Inc. AAWW NRL NRL Aa1 AA+ 4

P Delta Air Lines, Inc. DAL Ba1 BB 13 14 Aa2 AA 5

F FedEx Corporation FDX Baa1 BBB 10 11 Aa3 AA- 6

P Hawaiian Holdings, Inc. HA Baa3 NRL 12 A1 A+ 7

P JetBlue Airways Corp. JBLU NRL B 17 A2 A 8

P Republic Airways Holdings Inc.* RJET NRL NRL A3 A- 9

P SkyWest, Inc. SKYW NRL NRL Baa1 BBB+ 10

P Southwest Airlines Co. LUV Baa3 BBB 12 11 Baa2 BBB 11

P United Continental Holdings, Inc. UAL B3 B+ 18 16 Baa3 BBB- 12

F United Parcel Service, Inc. UPS Aa3 A+ 6 7 Ba1 BB+ 13

Overall Average Debt Rating Ba1 BB+ 13.1 13.2 Ba2 BB 14

Ba3 BB- 15

PASSENGER B1 B+ 16

Company Ticker Mergent's Ratings S&P Ratings
Mergent's 

Ratings

S&P 

Ratings B2 B 17

P Alaska Air Group, Inc. ALK NRL BBB- 12 B3 B- 18
P Allegiant Travel Co ALGT B1 BB- 16 15 Caa1 CCC+ 19

P American Airlines Group AAL B3 B+ 18 16 Caa2 CCC 20

P Delta Air Lines, Inc. DAL Ba1 BB 13 14

P Hawaiian Holdings, Inc. HA Baa3 B 12 17

P JetBlue Airways Corp. JBLU NRL B 17

P Republic Airways Holdings Inc.* RJET NRL NRL

P SkyWest, Inc. SKYW NRL NRL

P Southwest Airlines Co. LUV Baa3 BBB 12 11

P United Continental Holdings, Inc. UAL B3 B+ 18 16

Overall Average Debt Rating Ba2 BB 14.8 14.8

DEBT YIELD RATE 5.0%

FREIGHT

Company Ticker Mergent's Ratings S&P Ratings
Mergent's 

Ratings

S&P 

Ratings
F Atlas Air Worldwide Holdings, Inc. AAWW NRL NRL

F FedEx Corporation FDX Baa1 BBB 10 11

F United Parcel Service, Inc. UPS Aa3 A+ 6 7

Overall Average Debt Rating A2 A- 8.0 9.0

DEBT YIELD RATE 3.9%

Mergent's Bond Record* 1 2 3

Corporate Aaa Aa A Baa

October 3.92% 3.99% 4.13% 4.69%

November 3.92% 4.04% 4.18% 4.79%

December 3.79% 3.89% 4.05% 4.74%

Average 3.88% 3.97% 4.12% 4.74%

Public Utilities Aaa Aa A Baa

October 3.98% 4.06% 4.67%

November 4.03% 4.09% 4.75%

December 3.90% 3.95% 4.70%

Average 3.97% 4.03% 4.71%

Industrials Aaa Aa A Baa

October 3.92% 4.00% 4.20% 4.70%

November 3.92% 4.04% 4.27% 4.82%

December 3.79% 3.89% 4.15% 4.77%

Average 3.88% 3.98% 4.21% 4.76%

Bonds Online Rating Spreads**

 B1--10yr  B1--30yr  B2--10yr 

 B2--

30yr  B3--10yr  B3--30yr 

Transportation*** 807 934 889 1015 970 1095

Industrial 594 675 630 712 665 749

Utility*** 837 1005 920 1100 1087 1291

Sources:

Standard & Poor's Bond Guide and http://www.standardandpoors.com

Mergent's and http://www.moodys.com

**Spread values represent basis points (bps) over a US Treasury security of the same maturity, or the closest matching maturity.  Treasury yield 12/31/2013 10yr Rf=3.04%, 30yr 

Rf=3.96%. The spreads are added to those corresponding yields.

*Mergent's data for non-investment grade debt are not given rates shown for Ba and B are extrapolated from given Aaa-Baa rates.

***2015 data was not immediately available, 2014 used in place until revised data is available
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SUPPORT FOR DEBT YIELD RATE 2015.5

WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

PASSENGER

Company Maturity Date
Amount 

$(Mil)

Credit 

Quality 

(S&P)

Price Coupon % Callable
Yield to 

Maturity %

10- Weighted 

Yield to 

Maturity %

10+ Weighted 

Yield to 

Maturity %

Detail Type Treasury Yield Type
Latest 

Data

M United Airlines 2028 823.1 A- 101 3.75 Yes 3.65% 1.12% US Corporate Pass Thru Trust US Treasury 10-20 Yr Yld USD 12/31/2014

NM Hawaiian Airlines 2027 328.3 BBB+ 97.41 3.9 No 4.19% 0.51% US Asset Backed Security US Treasury 10-20 Yr Yld USD 12/29/2014

M Southwest Airlines 2027 100 BBB 124.89 7.375 Yes 4.55% 0.17% US Corporate Debt US Treasury 10-20 Yr Yld USD 12/30/2014

M United Airlines 2027 720.3 A- 103.5 4.3 Yes 3.92% 1.05% US Corporate Pass Thru Trust US Treasury 10-20 Yr Yld USD 12/19/2014

M Continental Airlines 2026 711.6 A- 102.18 4 No 3.75% 0.99% US Corporate Pass Thru Trust US Treasury 10-20 Yr Yld USD 12/31/2014

M Continental Airlines 2025 753 A- 103.5 4.15 No 3.71% 0.61% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/31/2014

M Delta Airlines 2024 586.9 A- 114.53 6.718 Yes 4.61% 0.59% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/22/2014

M United Airlines 2024 238.4 BB+ 98.38 4.625 Yes 4.86% 0.25% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/18/2014

M Delta Airlines 2024 924.4 A 116.38 6.821 Yes 4.46% 0.91% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/18/2014

M Delta Airlines 2024 265.4 BBB- 115.5 8.021 Yes 5.67% 0.33% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/30/2014

M Southwest Airlines 2024 412.1 A 115.96 6.15 Yes 3.91% 0.35% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/30/2014

M Northwest Airlines 2023 150 BBB+ 107.52 6.264 No 5.04% 0.17% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/17/2014

NM Hawaiian Airlines 2023 116.3 BB- 96.25 4.95 No 5.58% 0.14% US Asset Backed Security US Treasury 5-10 Yr Yld USD 12/31/2014

M America West Airlines 2022 233 A 108.081 8.057 No 6.49% 0.33% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/23/2014

M America West Airlines 2022 323 BBB+ 112 7.1 No 4.90% 0.35% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 10/16/2014

M US Airways 2022 458 A- 110.12 7.076 No 5.20% 0.52% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/05/2014

M Southwest Airlines 2019 95.5 BBB 100 6.53 No 6.53% 0.14% US Corporate Pass Thru Trust US Treasury 5-10 Yr Yld USD 12/14/2014

<10 year total      2,683.3 4.70% 3.85%

>10 year total      4,556.0 WAYTM  <10YR WAYTM  >10YR

Source:     http://www.morningstar.com/

Weighted Average YTM < 10 year maturities 4.7%
Weighted Average YTM >10 year maturities 3.8%

8.00%

Yield to Maturity %

*This is an illustration of the type of information on debt held by the industry. Although any long term corporate bond (non-convertible) issues YTM's may be considered for the industry debt rate, the overall weighted YTM's calculated here are not necessarily used.

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

7/6/09 4/1/12 12/27/14 9/22/17 6/18/20 3/15/23 12/9/25 9/4/28 6/1/31

Yield to Maturity %
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SUPPORT FOR DEBT YIELD RATE 2015.5

WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

FREIGHT

Company
Maturity 

Date

Amount 

$(Mil)

Credit 

Quality
Price Coupon % Callable

Yield to 

Maturity %
WYTM Detail Type Treasury Yield Type

Latest 

Data

F Federal Express Corp 2097 01/01/2097 250 BBB 144.35 7.6 No 5.24%             0.0020 Corporate Bond US Treasury 20+ Yr Yld USD 02/19/2015

F Federal Express Corp 2065 01/01/2065 250 BBB 100.67 4.5 Yes 4.47%             0.0017 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F Federal Express Corp 2045 01/01/2045 650 BBB 101.82 4.1 Yes 3.99%             0.0040 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F Federal Express Corp 2044 01/01/2044 750 BBB 116.83 5.1 Yes 4.09%             0.0047 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F Federal Express Corp 2043 01/01/2043 500 BBB 100.36 4.1 Yes 4.08%             0.0031 Corporate Bond US Treasury 20+ Yr Yld USD 02/25/2015

F United Parcel Service Inc 2042 01/01/2042 375 A+ 100.99 3.625 Yes 3.57%             0.0020 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F Federal Express Corp 2042 01/01/2042 500 BBB 98.27 3.875 Yes 3.98%             0.0030 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F United Parcel Service Inc 2040 01/01/2040 500 A+ 117.29 4.875 Yes 3.78%             0.0029 Corporate Bond US Treasury 20+ Yr Yld USD 02/23/2015

F United Parcel Service Inc 2038 01/01/2038 1500 A+ 136.14 6.2 Yes 3.79%             0.0087 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F Federal Express Corp 2035 01/01/2035 500 BBB 101.85 3.9 Yes 3.76%             0.0029 Corporate Bond US Treasury 20+ Yr Yld USD 02/26/2015

F Federal Express Corp 2034 01/01/2034 500 BBB 113.58 4.9 Yes 3.86%             0.0029 Corporate Bond US Treasury 10-20 Yr Yld USD 02/26/2015

F United Parcel Service Inc 2030 01/01/2030 276.5 A+ 143.55 8.375 Yes 4.28%             0.0018 Corporate Bond US Treasury 10-20 Yr Yld USD 02/18/2015

Source:     http://www.morningstar.com/ Total          6,552 3.97%

Weighted Average YTM 3.97% 6,551.50

4.00%

5.00%

6.00%

7.00%

Yield to Maturity %

Yield to Maturity %

0.00%

1.00%

2.00%

3.00%

1/0/00 5/18/27 10/3/54 2/18/82 7/6/09 11/21/36 4/8/64 8/25/91 1/11/19 5/29/46

Yield to Maturity %
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SUPPORT FOR DIRECT CAPITALIZATION EQUITY COMPONENT
WASHINGTON STATE DEPARTMENT OF REVENUE

2015 ASSESSMENT YEAR

Airline Industry

INDUSTRY OVERALL

Company Ticker  Stock Price  

 2014 Cash 

Flow Per 

Share 

Ratio

 2015 Cash 

Flow Per 

Share 

Ratio
 2014 

EPS 
Ratio  2015 EPS Ratio

P Alaska Air Group, Inc. ALK 59.76            6.29            10.5% 8.50           14.2% 4.18         7.0% 5.50            9.2%

P Allegiant Travel Co ALGT 150.33          11.05          7.4% 16.35          10.9% 6.37         4.2% 11.00          7.3%

P American Airlines Group AAL 53.63            6.35            11.8% 12.25          22.8% 3.92         7.3% 9.40            17.5%

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30            8.85            18.0% 7.65           15.5% 4.25         8.6% 3.80            7.7%

P Delta Air Lines, Inc. DAL 49.19            5.15            10.5% 7.20           14.6% 3.35         6.8% 5.00            10.2%

F FedEx Corporation FDX 173.66          16.32          9.4% 18.65          10.7% 6.75         3.9% 8.95            5.2%

P Hawaiian Holdings, Inc. HA 26.05            3.04            11.7% 5.15           19.8% 1.06         4.1% 1.50            5.8%

P JetBlue Airways Corp. JBLU 15.86            1.78            11.2% 2.80           17.7% 0.70         4.4% 1.65            10.4%

P Republic Airways Holdings Inc.* RJET 14.59            4.41            30.2% 4.41           30.2% 1.36         9.3% 1.43            9.8%

P SkyWest, Inc. SKYW 13.28            4.70            35.4% 5.10           38.4% (0.48)        NMF 1.00            7.5%

P Southwest Airlines Co. LUV 42.32            3.07            7.3% 4.75           11.2% 1.64         3.9% 3.15            7.4%

P United Continental Holdings, Inc. UAL 66.89            10.00          14.9% 14.80          22.1% 5.06         7.6% 9.50            14.2%

F United Parcel Service, Inc. UPS 111.17          7.00            6.3% 7.45           6.7% 4.75         4.3% 5.20            4.7%

Mean 14.2% 18.1% 5.9% 9.0%

Median 11.2% 15.5% 5.6% 7.7%

PASSENGER

Company Ticker  Stock Price  

 2014 Cash 

Flow Per 

Share 

Ratio

 2015 Cash 

Flow Per 

Share 

Ratio
 2014 

EPS 
Ratio  2015 EPS Ratio

P Alaska Air Group, Inc. ALK 59.76            6.29            10.5% 8.50           14.6% 4.18         6.8% 5.50            10.2%

P Allegiant Travel Co ALGT 150.33          11.05          9.4% 16.35          10.7% 6.37         3.9% 11.00          5.2%

P American Airlines Group AAL 53.63            6.35            11.7% 12.25          19.8% 3.92         4.1% 9.40            5.8%

P Delta Air Lines, Inc. DAL 49.19            5.15            11.2% 7.20           17.7% 3.35         4.4% 5.00            10.4%

P Hawaiian Holdings, Inc. HA 26.05 3.04 30.2% 5.15           30.2% 1.06         9.3% 1.50            9.8%

P Republic Airways Holdings Inc.* RJET 14.59 4.41 7.3% 4.41           11.2% 1.36         3.9% 1.43            7.4%

P SkyWest, Inc. SKYW 13.28 4.70 14.9% 5.10           22.1% (0.48)        7.6% 1.00            14.2%

P Southwest Airlines Co. LUV 42.32 3.07 6.3% 4.75           6.7% 1.64         4.3% 3.15            4.7%

P United Continental Holdings, Inc. UAL 66.89 10.00 14.2% 14.80          18.1% 5.06         5.9% 9.50            9.0%

Mean 476.04      15.1% 491.90      19.0% 478.62   5.6% 491.90      8.4%

Weighted Mean 491.90        54.06        11.0% 81.31        16.5% 27.64     5.8% 49.13        10.0%

Median 11.4% 17.9% 4.4% 8.3%

Estimated 21.0% 22.0% 9.0% 10.5%

FREIGHT

Company Ticker  Stock Price  

 2014 Cash 

Flow Per 

Share 

Ratio

 2015 Cash 

Flow Per 

Share 

Ratio
 2014 

EPS 
Ratio  2015 EPS Ratio

F Atlas Air Worldwide Holdings, Inc. AAWW 49.30 8.85            18.0% 7.65           15.5% 4.25         8.6% 3.80            7.7%

F FedEx Corporation FDX 173.66 16.32          9.4% 18.65          10.7% 6.75         3.9% 8.95            5.2%

F United Parcel Service, Inc. UPS 111.17          7.00            6.3% 7.45           6.7% 4.75         4.3% 5.20            4.7%

Mean 334.13      11.2% 334.13      11.0% 334.13   5.6% 334.13      5.8%

Weighted Mean 334.13        32.17        9.6% 33.75        10.1% 15.75     4.7% 17.95        5.4%

Median 9.4% 10.7% 4.3% 5.2%

Estimated 10.0% 11.0% 5.0% 5.5%
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2015 ASSESSMENT YEAR

Airline Industry

Passenger Airlines

Company Name Ticker
Enterprise Value Cash Flow to 

Equity Debt Service EBITDA HistoricalEV +OL/EBITDA EV/CF

EBITDA 

Forecast

Enterprise Value + 

Operating Lease*
Annulal Change 

Rate 2014 2017
Alaska Air Group, Inc. ALK 7,443,000,000                      825,776,360                    35,500,000                    1,200,000,000                 6.56 10.01 1,313,291,855            8,619,744,186                   9.4% 40.70 53.35

Allegiant Travel Co ALGT 2,853,000,000                      193,202,543                    27,720,000                    292,960,000                    8.61 13.69 351,366,521               3,023,574,419                   19.9% 65.70 113.35

American Airlines Group AAL 48,010,000,000                    4,554,623,625                 782,550,000                  6,590,000,000                 8.91 11.50 6,889,232,116            61,382,093,023                 4.5% 60.00 68.55

Delta Air Lines, Inc. DAL 47,070,000,000                    4,244,999,064                 448,500,000                  6,910,000,000                 6.89 10.56 7,193,054,412            49,562,558,140                 4.1% 48.05 54.20

Hawaiian Holdings, Inc. HA 1,944,000,000                      165,528,000                    44,275,000                    273,770,000                    10.30 14.69 299,127,206               3,082,467,907                   9.3% 43.20 56.35

JetBlue Airways Corp. JBLU 6,440,000,000                      551,568,600                    104,400,000                  749,000,000                    9.48 11.84 819,222,204               7,766,511,628                   9.4% 20.10 26.30

Republic Airways Holdings Inc.* RJET 2,845,000,000                      219,558,990                    101,615,000                  411,900,000                    9.20 13.05 455,561,400               4,192,906,977                   10.6% NMF NMF

SkyWest, Inc. SKYW 4,854,395,144                      240,542,823                    73,375,000                    359,270,000                    22.01 25.87 369,022,360               8,120,758,865                   2.7% 62.75 68.00

Southwest Airlines Co. LUV 28,300,000,000                    2,075,320,000                 106,250,000                  3,170,000,000                 9.09 14.42 3,460,669,054            31,455,813,953                 9.2% 27.90 36.30

United Continental Holdings, Inc. UAL 32,100,000,000                    3,690,707,610                 532,750,000                  4,410,000,000                 8.94 9.84 4,646,047,178            41,546,046,512                 5.4% 106.60 124.65

Total 181,859,395,144                  16,761,827,615               2,256,935,000               24,366,900,000               

Weighted Mean 7.46                 9.56                   

 Mean 18,185,939,514                    1,676,182,761                 225,693,500                  2,436,690,000                 10.00               13.55                 2,579,659,430.62       21,875,247,560.88            

Median 6,941,500,000                      688,672,480                    103,007,500                  974,500,000                    9.02                 12.45                 1,066,257,029.58       8,370,251,525.31              

Max 48,010,000,000                    4,554,623,625                 782,550,000                  6,910,000,000                 22.01               25.87                 7,193,054,412.16       61,382,093,023.26            

Min 1,944,000,000                      165,528,000                    27,720,000                    273,770,000                    6.56                 9.84                   299,127,205.56          3,023,574,418.60              

Estimate Multiples 9.00                 12.50                 12.00                          13.00                                 

Passenger Debt Yied Rate 5.0%

*Source: www.ycharts.com

Overall Direct Capitalization Multiples

WASHINGTON STATE DEPARTMENT OF REVENUE
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Freight Airlines

Company Name Ticker
Enterprise Value

Cash Flow to 

Equity Debt Service EBITDA HistoricalEV +OL/EBITDA EV/CF

EBITDA 

Forecast
Enterprise Value + 

Operating Lease*

Annulal Change 

Rate 2014 2017
Atlas Air Worldwide Holdings, Inc. AAWW 2,880,000,000                      219,548,278                    71,334,900                    344,090,000                    12.01               15.06                 364,763,020               4,381,846,512                   6.0% 73.45 87.50

FedEx Corporation FDX 51,670,000,000                    4,623,661,958                 184,665,000                  6,430,000,000                 11.73               16.28                 6,672,255,933            78,275,116,279                 3.8% 158.77 177.40

United Parcel Service, Inc. UPS 108,130,000,000                  6,336,584,212                 384,462,000                  6,860,000,000                 15.58               17.00                 7,334,912,385            114,281,162,791               6.9% 63.40 77.50

Total 162,680,000,000                  11,179,794,448               640,461,900                  13,634,090,000               14,371,931,337          196,938,125,581               

Weighted Mean 1.05                 16.66                 

 Mean 54,226,666,667                    3,726,598,149                 213,487,300                  4,544,696,667                 13.11               16.12                 

Median 51,670,000,000                    4,623,661,958                 184,665,000                  6,430,000,000                 12.01               16.28                 

Max 108,130,000,000                  6,336,584,212                 384,462,000                  6,860,000,000                 15.58               17.00                 

Min 2,880,000,000                      219,548,278                    71,334,900                    344,090,000                    11.73               15.06                 

Estimate Multiples 12.50               16.50                 

Freight Debt Yield Rate 3.9%
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Stock Prices

Guideline Companies Ticker
Stock Close 

Price
Alaska Air Group, Inc. ALK 59.76$            

Allegiant Travel Co ALGT 150.33$          

American Airlines AAL 53.63$            

Atlas Air Worldwide Holdings, Inc. AAWW 49.30$            

Delta Air Lines, Inc. DAL 49.19$            

FedEx Corporation FDX 173.66$          

Hawaiian Holdings, Inc. HA 26.05$            

JetBlue Airways Corp. JBLU 15.86$            

Republic Airways Holdings Inc. RJET 14.59$            

SkyWest, Inc. SKYW 13.28$            

Southwest Airlines Co. LUV 42.32$            

United Continental Holdings, Inc. UAL 66.89$            

United Parcel Service, Inc. UPS 111.17$          

Source: finance.yahoo.com  (Historical Stock Quotes)

2015 ASSESSMENT YEAR

Washington State Department of Revenue

Airline Industry
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IMPLIED PREMIUMS FOR US MARKET

Updated January 5, 2015.

These implied premiums are calculated using the S&P 500.

Year Earnings YieldDividend Yield S&P 500 Earnings* Dividends*Change in EarningsChange in DividendsT.Bill Rate T.Bond Rate Bond-BillSmoothed GrowthImplied Premium (DDM)Analyst Growth EstimateImplied Premium (FCFE) ERP/Riskfree Rate

1960 5.34% 3.41% 58.11 3.10 1.98 0.0266 2.76% 0.10% 2.45%

1961 4.71% 2.85% 71.55 3.37 2.04 8.60% 2.91% 2.13% 2.35% 0.22% 2.41% 2.92% 2.92% 1.24

1962 5.81% 3.40% 63.1 3.67 2.15 8.79% 5.21% 2.73% 3.85% 1.12% 4.05% 3.56% 3.56% 0.92

1963 5.51% 3.13% 75.02 4.13 2.35 12.75% 9.45% 3.12% 4.14% 1.02% 4.96% 3.38% 3.38% 0.82

1964 5.62% 3.05% 84.75 4.76 2.58 15.23% 10.08% 3.54% 4.21% 0.67% 5.13% 3.31% 3.31% 0.79

1965 5.73% 3.06% 92.43 5.30 2.83 11.20% 9.42% 3.93% 4.65% 0.72% 5.46% 3.32% 3.32% 0.71

1966 6.74% 3.59% 80.33 5.41 2.88 2.23% 1.96% 4.76% 4.64% -0.12% 4.19% 3.68% 3.68% 0.79

1967 5.66% 3.09% 96.47 5.46 2.98 0.85% 3.37% 4.21% 5.70% 1.49% 5.25% 3.20% 3.20% 0.56

1968 5.51% 2.93% 103.86 5.72 3.04 4.81% 2.09% 5.21% 6.16% 0.95% 5.32% 3.00% 3.00% 0.49

1969 6.63% 3.52% 92.06 6.10 3.24 6.66% 6.49% 6.58% 7.88% 1.30% 7.55% 3.74% 3.74% 0.47

1970 5.98% 3.46% 92.15 5.51 3.19 -9.72% -1.61% 6.53% 6.50% -0.03% 4.78% 3.41% 3.41% 0.52

1971 5.46% 3.10% 102.09 5.57 3.16 1.15% -0.74% 4.39% 5.89% 1.50% 4.57% 3.09% 3.09% 0.52

1972 5.23% 2.70% 118.05 6.17 3.19 10.76% 0.71% 3.84% 6.41% 2.57% 5.21% 2.72% 2.72% 0.42

1973 8.16% 3.70% 97.55 7.96 3.61 28.93% 13.24% 6.93% 6.90% -0.03% 8.30% 4.30% 4.30% 0.62

1974 13.64% 5.43% 68.56 9.35 3.72 17.48% 3.14% 8.00% 7.40% -0.60% 6.42% 5.59% 5.59% 0.76

1975 8.55% 4.14% 90.19 7.71 3.73 -17.54% 0.30% 5.80% 7.76% 1.96% 5.99% 4.13% 4.13% 0.53

1976 9.07% 3.93% 107.46 9.75 4.22 26.39% 13.10% 5.08% 6.81% 1.73% 8.19% 4.55% 4.55% 0.67

1977 11.43% 5.11% 95.1 10.87 4.86 11.53% 15.07% 5.12% 7.78% 2.66% 9.52% 5.92% 5.92% 0.76

1978 12.11% 5.39% 96.11 11.64 5.18 7.07% 6.60% 7.18% 9.15% 1.97% 8.48% 5.72% 5.72% 0.63

1979 13.48% 5.53% 107.94 14.55 5.97 25.01% 15.23% 10.38% 10.33% -0.05% 11.70% 6.45% 6.45% 0.62

1980 11.04% 4.74% 135.76 14.99 6.44 3.01% 7.81% 11.24% 12.43% 1.19% 11.01% 5.03% 5.03% 0.40

1981 12.39% 5.57% 122.55 15.18 6.83 1.31% 6.08% 14.71% 13.98% -0.73% 11.42% 5.73% 5.73% 0.41

1982 9.83% 4.93% 140.64 13.82 6.93 -8.95% 1.58% 10.54% 10.47% -0.07% 7.96% 4.90% 4.90% 0.47

1983 8.06% 4.32% 164.93 13.29 7.12 -3.84% 2.76% 8.80% 11.80% 3.00% 9.09% 4.31% 4.31% 0.37

1984 10.07% 4.68% 167.24 16.84 7.83 26.69% 9.85% 9.85% 11.51% 1.66% 11.02% 5.11% 5.11% 0.44

1985 7.42% 3.88% 211.28 15.68 8.20 -6.91% 4.74% 7.72% 8.99% 1.27% 7.89% 4.03% 6.75% 3.84% 0.43

1986 5.96% 3.38% 242.17 14.43 8.19 -7.93% -0.15% 6.16% 7.22% 1.06% 5.54% 3.36% 6.96% 3.58% 0.50

1987 6.49% 3.71% 247.08 16.04 9.17 11.10% 11.99% 5.47% 8.86% 3.39% 9.66% 4.18% 8.58% 3.99% 0.45

1988 8.20% 3.68% 277.72 24.12 10.22 50.42% 11.49% 6.35% 9.14% 2.79% 9.76% 4.12% 7.67% 3.77% 0.41

1989 6.80% 3.32% 353.4 24.32 11.73 0.83% 14.80% 8.37% 7.93% -0.44% 9.58% 3.85% 7.46% 3.51% 0.44

1990 6.58% 3.74% 330.22 22.65 12.35 -6.87% 5.26% 7.81% 8.07% 0.26% 7.39% 3.92% 7.19% 3.89% 0.48

1991 4.58% 3.11% 417.09 19.30 12.97 -14.79% 5.03% 7.00% 6.70% -0.30% 6.34% 3.27% 7.81% 3.48% 0.52

1992 4.16% 2.90% 435.71 20.87 12.64 8.13% -2.59% 5.30% 6.68% 1.38% 4.67% 2.83% 9.83% 3.55% 0.53

1993 4.25% 2.72% 466.45 26.90 12.69 28.89% 0.41% 3.50% 5.79% 2.29% 4.73% 2.74% 8.00% 3.17% 0.55

1994 5.89% 2.91% 459.27 31.75 13.36 18.03% 5.34% 5.00% 7.82% 2.82% 7.23% 3.06% 7.17% 3.55% 0.45

1995 5.74% 2.30% 615.93 37.70 14.17 18.74% 6.00% 3.50% 5.57% 2.07% 5.65% 2.44% 6.50% 3.29% 0.59

1996 4.83% 2.01% 740.74 40.63 14.89 7.77% 5.10% 5.00% 6.41% 1.41% 6.13% 2.11% 7.92% 3.20% 0.50

1997 4.08% 1.60% 970.43 44.09 15.52 8.52% 4.25% 5.35% 5.74% 0.39% 5.45% 1.67% 8.00% 2.73% 0.48

1998 3.11% 1.32% 1229.23 44.27 16.20 0.41% 4.37% 4.33% 4.65% 0.32% 4.60% 1.38% 7.20% 2.26% 0.49

1999 3.07% 1.14% 1469.25 51.68 16.71 16.74% 3.16% 5.37% 6.44% 1.07% 5.75% 1.20% 12.50% 2.05% 0.32

2000 3.94% 1.23% 1320.28 56.13 16.27 8.61% -2.65% 5.73% 5.11% -0.62% 3.71% 1.65% 12.00% 2.87% 0.56

2001 3.85% 1.37% 1148.09 38.85 15.74 -30.79% -3.24% 1.80% 5.05% 3.25% 3.56% 1.73% 10.30% 3.62% 0.72

2002 5.23% 1.83% 879.82 46.04 16.08 18.51% 2.15% 1.20% 3.81% 2.61% 3.57% 2.29% 8.00% 4.10% 1.08

2003 4.87% 1.61% 1111.91 54.69 17.88 18.79% 11.19% 1.00% 4.25% 3.25% 5.35% 2.12% 11.00% 3.69% 0.87

2004 5.58% 1.60% 1211.92 67.68 19.407 23.75% 8.54% 2.18% 4.22% 2.04% 4.90% 2.02% 8.50% 3.65% 0.86

2005 5.47% 1.79% 1248.29 76.45 22.38 12.96% 15.32% 4.31% 4.39% 0.08% 6.16% 2.20% 8.00% 4.08% 0.93

2006 6.18% 1.77% 1418.3 87.72 25.05 14.74% 11.93% 4.88% 4.70% -0.18% 5.93% 1.97% 12.50% 4.16% 0.89

2007 5.62% 1.89% 1468.36 82.54 27.73 -5.91% 10.70% 3.31% 4.02% 0.71% 5.03% 2.06% 5.00% 4.37% 1.09

2008 7.24% 3.11% 903.25 65.39 28.05 -20.78% 1.15% 1.59% 2.21% 0.62% 2.11% 4.05% 4.00% 6.43% 2.91

2009 5.35% 2.00% 1115.10 59.65 22.31 -8.78% -20.46% 0.14% 3.84% 3.70% 0.28% 2.60% 7.20% 4.36% 1.14
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2015 Multi Stage Dividend Growth Model
Industry

company name Alaska

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 4.18 0.8 (62.23)      price = 62.23        

1 9.50% 19.14% 4.58 0.88 0.88 68.14

2 9.50% 19.14% 5.01 0.96 0.96 74.62

3 9.50% 19.14% 5.49 1.05 1.05 81.70

4 9.50% 19.14% 6.01 1.15 1.15 89.47

5 9.50% 19.14% 6.58 1.26 1.26 97.96

6 9.08% 21.43% 7.18 1.54 1.54 106.86

7 8.67% 21.43% 7.80 1.67 1.67 116.12

8 8.25% 21.43% 8.44 1.81 1.81 125.71

9 7.83% 21.43% 9.11 1.95 1.95 135.55

10 7.42% 21.43% 9.78 2.10 2.10          145.61

11+ 7.00% 21.43% 10.46 2.24 155.80 158.04 155.80

Value Line Dividends or Earnings Growth Rate Ke = 10.22%

company name American

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 9.40 0.4 (48.01)      price = 48.01        

1 16.65% 4.26% 10.97 0.47 0.47 56.00

2 16.65% 4.26% 12.79 0.54 0.54 65.33

3 16.65% 4.26% 14.92 0.63 0.63 76.21

4 16.65% 4.26% 17.40 0.74 0.74 88.89

5 16.65% 4.26% 20.30 0.86 0.86 103.69

6 16.23% 9.09% 23.60 2.15 2.15 120.53

7 15.82% 9.09% 27.33 2.48 2.48 139.59

8 15.40% 9.09% 31.54 2.87 2.87 161.09

9 14.98% 9.09% 36.27 3.30 3.30 185.22

10 14.57% 9.09% 41.55 3.78 3.78          212.21

11+ 7.00% 9.09% 44.46 4.04 227.06 231.10 227.06

Value Line Dividends or Earnings Growth Rate Ke = 16.80%

company name Delta

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 3.35 0.12 (44.76)      price = 44.76        

1 9.00% 3.58% 3.65 0.13 0.13 48.79

2 9.00% 3.58% 3.98 0.14 0.14 53.18

3 9.00% 3.58% 4.34 0.16 0.16 57.97

4 9.00% 3.58% 4.73 0.17 0.17 63.18

5 9.00% 3.58% 5.15 0.18 0.18 68.87

6 8.58% 13.33% 5.60 0.75 0.75 74.78

7 8.17% 13.33% 6.05 0.81 0.81 80.89

8 7.75% 13.33% 6.52 0.87 0.87 87.16

9 7.33% 13.33% 7.00 0.93 0.93 93.55

10 6.92% 13.33% 7.49 1.00 1.00          100.02

11+ 7.00% 13.33% 8.01 1.07 107.02 108.09 107.02

Value Line Dividends or Earnings Growth Rate Ke = 8.98%



company name FedEX

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 6.75 0.6 (179.54)    price = 179.54      

1 8.00% 8.89% 7.29 0.65 0.65 193.90

2 8.00% 8.89% 7.87 0.70 0.70 209.42

3 8.00% 8.89% 8.50 0.76 0.76 226.17

4 8.00% 8.89% 9.18 0.82 0.82 244.26

5 8.00% 8.89% 9.92 0.88 0.88 263.80

6 7.58% 10.36% 10.67 1.11 1.11 283.81

7 7.17% 10.36% 11.43 1.18 1.18 304.15

8 6.75% 10.36% 12.21 1.26 1.26 324.68

9 6.33% 10.36% 12.98 1.34 1.34 345.24

10 5.92% 10.36% 13.75 1.42 1.42          365.67

11+ 7.00% 10.36% 14.71 1.52 391.26 392.79 391.26

Value Line Dividends or Earnings Growth Rate Ke = 7.74%

company name Skywest

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 -0.48 0.16 (13.51)      price = 13.51        

1 2.00% -33.33% 1.00 0.16 0.16 13.78

2 2.00% 16.00% 1.02 0.16 0.16 14.06

3 2.00% 15.69% 1.04 0.16 0.16 14.34

4 2.00% 15.38% 1.06 0.16 0.16 14.62

5 2.00% 15.08% 1.08 0.16 0.16 14.92

6 1.58% 8.00% 1.10 0.09 0.09 15.15

7 1.17% 8.00% 1.11 0.09 0.09 15.33

8 0.75% 8.00% 1.12 0.09 0.09 15.44

9 0.33% 8.00% 1.12 0.09 0.09 15.50

10 -0.08% 8.00% 1.12 0.09 0.09          15.48

11+ 4.80% 8.00% 1.18 0.09 16.23 16.32 16.23

Value Line Dividends or Earnings Growth Rate Ke = 2.53%

company name Southwest

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 1.64 0.22 (42.59)      price = 42.59        

1 10.00% 13.41% 1.80 0.24 0.24 46.85

2 10.00% 13.41% 1.98 0.27 0.27 51.53

3 10.00% 13.41% 2.18 0.29 0.29 56.69

4 10.00% 13.41% 2.40 0.32 0.32 62.36

5 10.00% 13.41% 2.64 0.35 0.35 68.59

6 9.58% 12.50% 2.89 0.36 0.36 75.16

7 9.17% 12.50% 3.16 0.39 0.39 82.06

8 8.75% 12.50% 3.44 0.43 0.43 89.23

9 8.33% 12.50% 3.72 0.47 0.47 96.67

10 7.92% 12.50% 4.02 0.50 0.50          104.32

11+ 7.00% 12.50% 4.30 0.54 111.63 112.16 111.63

Value Line Dividends or Earnings Growth Rate Ke = 9.71%



company name UPS

stock Growth Payout Terminal

Year Rate Ratio Earnings Dividends Value

0 4.75 2.68 (102.51)    price = 102.51      

1 7.50% 56.42% 5.11 2.88 2.88 110.20

2 7.50% 56.42% 5.49 3.10 3.10 118.46

3 7.50% 56.42% 5.90 3.33 3.33 127.35

4 7.50% 56.42% 6.34 3.58 3.58 136.90

5 7.50% 56.42% 6.82 3.85 3.85 147.17

6 7.08% 45.63% 7.30 3.33 3.33 157.59

7 6.67% 45.63% 7.79 3.55 3.55 168.10

8 6.25% 45.63% 8.28 3.78 3.78 178.60

9 5.83% 45.63% 8.76 4.00 4.00 189.02

10 5.42% 45.63% 9.23 4.21 4.21          199.26

11 7.00% 45.63% 9.88 4.51 213.21 217.72 213.21

Value Line Dividends or Earnings Growth Rate Ke = 9.45%


